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Executive Summary: An agreement has been reached between the Stétasés and the Centers for
Medicare and Medicaid Services (CMS) that Kansasésolved all outstanding administrative and paymé
issues identified by CMS and the Office of the xdpr General (OIG). The resolution of these issaad
agreement with CMS to release claims on additibahbllities, is contingent upon implementation bét
agreed-to reforms on July 1, 2007 to bring theeStatb full compliance with all Federal regulaticersd State
Plan provisions.
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Background: Over the past two years, Kansas has experientzageanumber of CMS financial
management reviews (FMRs) and Office of the InspeBeneral (OIG) audits. The targets of thesetaudi
and reviews can be classified into three categdoeal education agencies (LEAS), targeted case
management (TCM) and mental health and child welfa thorough examination of the findings fromgae
audits and FMRs revealed weaknesses in adminigratid payment processes and lack of adherence to
Federal regulations and State Plan provisions, méftye issues going back several years. Workingaty
with the CMS regional office, Kansas has made aedad effort in each of these target areas toldp\ae
comprehensive solution to resolve the underlyisges and bring the State into full compliance \aith
Federal regulations and State Plan provisions.

|. Local Education Agencies (LEAS):

Several OIG audits were released over the pasyéacs identified payment methodology issues faoalloc
education agencies (LEAs). These issues incluageeddcuracy of time studies and cost reports usedttthe
rates, school districts’ reimbursement for 12 merahservice rather than the 9 months that studeetm
school, and the lack of required physician referfat therapy services.

Three corrective actions have been taken to adtliedtdings of these audits of Local EducatioreAges:
* The LEA provider manual was revised to clearlyestagit physician orders are required for
physical, speech, occupational, and other therapies
» The previous contractor to revise administrativaming processes was replaced with Public
Consulting Group
* The “bundled rate methodology”, which CMS no longkows, was replaced with a fee for service
payment methodology.

The fiscal impact of these corrective actions valult in a significant reduction in federal suggorKansas
due to the change in payment methodology from alledrrate to a fee for service payment.

1. Targeted Case Management (TCM)

The OIG and CMS identified several payment and adtnative issues in Kansas targeted case managemer
going back several years. These issues focus@thoourate targeted case management payment methods
a number of settings and lack of adherence tophecaed State Plan, as well as federal regulations.

These corrective actions have been taken to refliodvissues identified with targeted case managemen
* A uniform definition of targeted case managemert a@dopted
* A uniform unit of service for targeted case manageimvas adopted
* A payment methodology which incorporates CMS prelany TCM guidelines was re-based.



« A TCM State Plan Amendment was submitted to esthlgblicies and procedures to ensure TCM
claims filed for federal reimbursement are: base@ctual expenditures; utilize an approved rate
methodology; and are based on medical necessity.

The impact of these corrective actions will resuld reduction of federal funding which will be taped from
the State General Fund for case management servickaling those for the Juvenile Justice Autho(dJA),
Community Development Disability Organization (CDB)Qand other service providers.

1. Mental Health/Child Welfare

The OIG and CMS identified a significant numbepaiyment methodology issues for mental health
and child welfare services. These issues inclugday non-allowable or incomplete encounter and
reimbursement data, lack of a federal waiver tatlgnalified providers, and contracts that were not
consistent with State Plan in payment methodology.

The following corrective action steps have beematio address the issues identified above:

* The use of previous contractor to administer MeHdlth Center (MHC) Administrative
Claiming was replaced; the program was placed doh Unatil payment issues were corrected;
new procedures for claiming were developed andtions were transferred to internal
management.

» Five sections of current state plan that pertaiRebabilitation, EPSDT, Other Licensed
Providers, Psychiatric Residential Treatment RycfPRTFS), and Inpatient Hospital were
amended. The HCBS Severely Emotionally Disturl®#¥) Waiver to comply with CMS
requirements was updated to define eligible pragide

» A selective services contracting waiver was obtine

The fiscal impact of implementing these changekredult in a reduction of federal funding due hages in
the PRTF rate and screening affecting both SRSJaAdopulations. Costs to the state will alsoroeiired
in shifting from the current payment methodologyrtanaged care contracts for mental health seraicds
substance abuse services.

Summary. Over the past year, Kansas has given serioustiatteto all of the issues identified by CMS. The
issues identified here have either been correct€&MS’ satisfaction or are in the process of b&iogected,
with full implementation by July 1, 2007. The stéias also put in place more rigorous and vigitesetsight
processes for the LEAs, TCM, and Mental Health/Ckelfare Medicaid programs to assure that Kansas
continues to remain in full compliance with Fedeegjulations and our State Plan provisions. Owerpast
year the state has invested significant time andewydo rectify all the issues brought to our aitanby

CMS.

With these changes, the CMS Regional Office andiié& Central Office have agreed that Kansas has
resolved all outstanding payment and administragsees and, contingent upon successful implementat
July 2007, the State of Kansas is released frothdutiabilities on these issues.



